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Abstract:

Water shortage in Iran is one of the main restriction on
development of economic activity in the coming
decades. The main purpose of this study is to estimate
water demand function in Iran’s manufacturing
industries using Translog cost function. Iran’s
manufacturing industries data from 2004 to 2014 is used
for this purpose. The results show all the Allen partial
elasticities are correctly negative as expected. In other
words, the inverse relationship between price and
demand quantities is approved. All price elasticities have
negative sign as expected and also the water price
elasticity is greater than the price elasticities of other
inputs in absolute value which means the sensitivity of
water demand to price changes is higher than other
inputs. Energy, capital and labor ranke 2™ , 3™ and
fourth in term of price elasticity. The absolute value of
all input price elasticities are smaller than one and
therefore the demand for all inputs is inelastic. The value
of all Morishima elasticities are positive which indicate
that the inputs are sudstitution. Based on the research
findings and especially considering that the price
elasticity of water input is about one, it seems that
pricing policies will not effectively reduce water
demand in manufacturing sector.
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